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ABSTRACT 
The business environment of Hong Kong is characterized by the existence of 
large number of small firms. The operations and management of these small firms 
are believed to be valuable topics for study and research. Hence, a case study on a 
small plastic mould making shop was carried out in this MBA project. The purposes 
of this project are to explore typical problems of small firms and to formulate a 
strategic plan for the small plastic mould making shop. 
Basically, a problem-solving approach has been adopted in this MBA project. 
It was started with intensive collection and compilation of market information for the 
mould making industry, and investigation of the operations and management of the 
small plastic mould making shop. Financial and Strength-Weakness-Opportunity-
Threats Analyses were than applied to identify the problems and opportunities of the 
small mould making shop. It was found that the small mould making shop has 
problems with cash flow, production scheduling, effective product development, and 
management of the enterprise. Furthermore, the market demand for higher quality 
products and increasing relocation of plastic manufacturers from Hong Kong into 
China create major threats to the company. Thus, a strategic plan was formulated, 
consisting of strategies on financial control, human resources management, product 
development, production management and marketing. By providing such a plan, it 
is envisioned that the small plastic mould making shop will be able to improve its 
人 一'. 
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performance, and the plan itself will provide a guide for future development. 
The results of this MBA project reveal that the situation with the small mould 
making shop is probably not significantly different from other small enterprises. 
Small business owners face similar difficulties with decision making, management 
practices, motivating and retaining employees, leadership style, delegation of duties, 
and cash flow control. Consequently, the results of this study may have broader 
implications for helping many other small businesses, and the strategic plan may be 
helpful as a model to Hong Kong entrepreneurs. 
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CHAPTER I 
INTRODUCTION 
“ 1.1 Initiation of the Project 
Hong Kong is a place full of energy, opportunities and entrepreneur ship. 
Thus, Hong Kong's business environment is characterised by the existence of 
numerous small firms. Their flexible, responsive and adaptive attributes are 
important contributions to Hong Kong's economic prosperity. 
Yet, these small firms would suffer problems of their own, including the lack 
of logistic resources, vulnerability to recession, incompetence in management, 
arrangement for succession of the business, etc. Unfortunately, the existence of these 
numerous small firms has not drawn much attention from local scholars and business 
schools. On the other hand, these small firms could or would not be able to afford 
the expensive consulting services in dealing with their own problems. Thus, a 
majority of these small firms are still being operated according to traditions, special 
,. • • V . .. 产 . . . . . . ’� � ’ V • 
practices of their own business trades, or the personal styles of their owners. Skills 
and techniques pursued in modern management are uncommon among most of these 
small firms. 
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In view of this gap between the actual operation and study on the local 
business, it is the intention of this MBA project to explore the operational and 
managerial issues of small firms and to address their problems. Business review and 
strategic plan based on case study of a local small mould making factory is presented 
in this report. Although some of the issues addressed in this MBA project may be 
unique to the special business trade of the small mould making factory, it is believed 
that many of them are common to other small firms in Hong Kong. By sharing the 
experience gained from this MBA project, it is hoped that this report can serve as the 
reference for similar studies in the future. 
1.2 Objectives 
To summarize the above discussion, the objectives of this MBA project are, 
through a case study on a local small plastic mould making shop, to 
_ review the business operations and explore typical problems 
encountered by local�small firms; 
- devise strategic solutions and recommendations for these problems 
according to modern management skills and techniques; and 
. . ,广、, . ‘ , • 
- pass on the experience and insight gained from this study. 
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1.3 Arrangement of the Report 
In addition to the introduction given in Chapter I，this report is arranged as: 
CHAPTER H METHODOLOGY 
This chapter describes the approach and steps adopted in the case study. The 
rationale and appropriateness of the methodology selected are also elaborated. 
CHAPTER m MOULD MAKING INDUSTRY IN HONG KONG 
A description on the plastic mould making industry in Hong Kong in terms of 
market profile, product profile, competitor profile and customer profile is presented. 
CHAPTER IV THE SMALL PLASTIC MOULD MAKING SHOP 
Information about Chi Luen (CL), the small plastic mould making shop being 
studied in this MBA project, is given in this chapter. This includes the history, 
development, existing operating conditions, and staffing of CL. 
CHAPTER V PROBLEM IDENTIFICATION FOR CL 
Different analyses, such as Strength-Weakness-Opportunity-Threat (SWOT) 
analysis, market research, and financial analysis, have been carried out to explore the 
problems and difficulties faced by CL. The findings of these analyses are described 
and discussed in this chapter. 
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CHAPTER VI STRATEGIC PLAN FOR CL 
The problems and difficulties identified in Chapter V are prioritized according 
to the implications and urgency to CL. By taking into account modern management 
and business skills and techniques, solutions and recommendations addressing the 
captioned problems and difficulties are devised in this chapter. 
CHAPTER yn LESSONS LEARNED 
In order that this MBA project can be beneficial to similar studies in the areas 
related to small firms in Hong Kong, the practical experiences acquired in this case 
study are shared in this chapter. 
CHAPTER Vm CONCLUSIONS 
This chapter concludes the findings, recommendations and experience gained 
from this MBA project. 




This MBA project deals with a case study on a local small plastic mould 
making shop, namely, CL. The scope of the study covers : 
- the business environment and internal factors affecting the survival, 
operation and development of CL; 
- contemporary and anticipated problems and difficulties faced by CL; 
- strategies and policies that help CL to overcome its contemporary 
problems and difficulties; and 
- a feasible and practical strategic plan that directs the growth of CL. 
2.2 Approaches 
Basically, a problem-solving approach has been adopted. The project was 
started with a collection of related information, including market and industrial data 
. ‘乂：， ，’ i： 
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of the plastic mould making sector, operating system and management practices 
adopted by CL, development history and staffing of CL, customers records of CL, 
and so on. By treating CL as a scaled-down version of a large corporation, CL，s 
existing performance was reviewed with market analysis, financial analysis, and 
SWOT analysis [1]. Both the problems and opportunities were identified. Finally, 
a strategic plan based on modern management techniques such as the "World Class 
Manufacturing'； [6]，the Expectancy Theory of Motivation [3]，and various marketing 
and business monitoring skills were evaluated and formulated for CL: 
The study of CL has certain limitations, such as the lack of comprehensive and 
accurate company data and records, inadequate understanding of management issues 
and lack of support from all personnel of CL. Additional efforts were required to 
- extract or deduce the necessary information related to CL and its 
business; 
- differentiate the symptoms from the actual causes; and 
- gain understanding of the purposes of the study and acceptance of the 
recommendations by the personnel in CL. 
Close communication with the related parties, involvement of the personnel 
• ‘ 
in CL, and the repeated iteration of analyses and recommendations have been adopted 
and found to be the effective approaches. 
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2.3 Studying Steps 
Based on the scope and approaches depicted above, the following steps were 
employed in this case study. It should be noted that these steps may not be in the 
sequence given. Actually, most of them were carried out in parallel and regularly 
updated when new information was gathered. 
，.:， 
2.3.1 Market Research 
In Hong Kong, plastic mould making is classified as part of the Linkage 
Industry, which supports many other manufacturing industries in and outside Hong 
Kong. Unlike other major industries such as Plastics and Textiles, detailed market 
environment and finely classified statistics about the plastic mould making industry 
are not readily available. Nevertheless, the dependence of the plastic mould making 
industry on other manufacturing industries makes it possible to deduce further market 
information from the related industries. By combining the information from various 
sources, the necessary profiles of the plastic mould making industry in Hong Kong 
have been depicted and described in Chapter III. An outlook of the mould making 
industry itself and the related manufacturing industries is also given. These data and 
trends provide a framework to identify the market opportunities for CL. 
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2.3.2 Financial Analysis 
Financial analyses have been carried out for CL to assess its past performance 
for several reasons, namely : 
a) As CL has Ittle financial reserve, the financial data should be able to 
reflect closely its latest performance and status. 
b) The lack of financial reserve makes CL vulnerable to major business 
or operation faults. These faults can be identified from the financial 
data of CL. 
c) Although the financial records are not the only information available, 
they are believed to be the most complete, accurate, and consistent 
information from small firms like CL. This can be attributed partly 
to the taxation requirement and partly to the sensitivity of the Chinese 
towards the financial conditions of their firms. 
> . 
Basically, Financial statements are deduced from the cash flow data of CL. 
Distribution of costs between different cost elements is compared and analyzed with 
‘ industry data. Ratios test is then applied to analyze the Solvency, Profitability and 
Productivity of CL. Abnormal or exceptional issues are highlighted and discussed 
subsequently. 
. 9 
2.3.3 SWOT Analysis 
To explore the business environment，strengths, weaknesses, development 
opportunities of CL, SWOT Analysis has been employed to critically review the 
status of CL in terms of : 
a) Market position 
b) Customer base 
c) Management systems 
d) Resource utilization 
e) Family influence 
2.3.4 Problems and Difficulties Identification 
Based on the financial and SWOT analyses, the performance of CL are 
carefully reviewed. Both industry data and general business senses, such as CL's 
ability to generate sufficient profit to maintain its survival and development as well 
as the trends, are used as the criteria to assess the performance of CL. 
2.3.5 Strategic Plan Formulation 
Taking into account the market opportunities, contemporary and anticipated 
problems and difficulties of CL, a strategic plan is then formulated to assist CL in 
overcoming its weaknesses as well as in preparing its future growth. Due to the wide 
’ 10 
variety of the problems encountered for CL, different managerial techniques, 
including the "World Class Manufacturing", the Expectation Theory of Motivation, 
are referred to in the evaluation. In order that the solutions would be feasible, 
practical and effective, dual considerations on urgency and implications of the 
problems, availability of resources from and ability of CL, the ease and simplicity in 
implementation, and their acceptance in the Chinese culture have been taken into 
account in selecting the alternatives. 
11 
CHAPTER m 
PLASTIC MOULD MAKING INDUSTRY IN HONG KONG 
3.1 Product Profile 
3.1.1 Product Range across the whole Mould Making Industry 
Moulds are usually tailor-made and thus are high value-added products. They are 
essential tools employed widely in a variety of manufacturing industries to fabricate 
the products that include : 
a) General consumer products such as toys, household appliances, video 
cassettes, and telephones, among others. 
b) Large size items such as furniture, television sets, casings for office 
equipment. 
c) High precision components such as optical components, precision 
gears. 
d) Geometrical profile items such as automobile lamps, helmets, turbines, 
fan blades and similar accessories. 
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Depending on the products to be manufactured, moulds can be divided into 
several major classes, including Plastic Injection and Compression Mould, Metal 
Dies, Die-Casting Moulds, Forging Dies, Extrusion Dies, and others. 
3.1.2 Manufacturing Process 
In general, the manufacturing of moulds is a complicated and skill intensive 
process. Design capability, skilled labour, and suitable machinery are the key 
elements of the industry. Although the manufacturing process would vary according 
to the types of moulds to be made, it can be classified into three main steps, namely, 
mould design, machining and assembling, mould testing. In particular, manufacturing 
of plastic injection moulds [9] includes the following typical activities : 
a) Mould Design 
b) Machining and assembling 
- material (mainly steel and copper) cutting 
- machining � 
- metal deposition (including electroplating) 
- fitting 
- heat treatment 
- assembly 
c) Mould testing 
13 
Except for large establishments which will have enough production volume 
and resources to justify job specialization and division of labour, the medium-to-small 
mould making firms have adopted a jobbing-system such that the whole 
manufacturing process would be handled by one or two mould makers. For highly 
specialized functions such as heat treatment of the moulds, these medium and small 
mould making firms would have them contracted out so as to complete the 
manufacturing process whilst minimizing the firms' investment. 
3.2 Market Profile 
3.2.1 The Mould Market as a Whole 
Since moulds are producers' goods for other manufacturing industries, demand 
follows closely the seasonal variations and business cycles of related industries. In 
fact, the demand for moulds can be taken as a leading indicator for the prosperity of 
economy. It is because moulds must be made before the production of many 
consumer goods and a high demand for moulds means that there would be high 
demand for the consumer goods. According to the Census & Statistics Department, 
the trading statistics of Hong Kong's mould products in 1990 and 1991 [10] were : 
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Value of production (HK$ Million) in 
1990 1991 
Domestic Production 3,503 3,001 
Domestic Export 1,259 1，222 
Re-exports 350 422 
(of China origin) 57 39 
The reduction of domestic production in 1991 relative to 1990 was due to the 
movement of some local mould making factories into China over the period. Market 
research by the Industry Department in 1991 [11] revealed that the primary causes 
for this phenomenon were increasing production costs such as labour wages and rental 
expenses, and decreasing supply of skilled mould makers in Hong Kong. 
With about 60% of the domestic production sold to local manufacturers, the 
other 40% of domestic mould production is exported to foreign countries. The major 
export markets for Hong Kong's mould making industry in 1991 were [10]: 
_ China 74% 
- U.S.A. 6% 
- Thailand 3% 
- Singapore 3% 
- Malaysia 3 % 
- others 14% 
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Hence, China has been tHe largest export market for Hong Kong's mould 
products. Obviously, Hong Kong's mould making industry is now closely tied to the 
manufacturing industries established in China. 
3.2.2 Plastic Mould Market Profile 
Among the various types of moulds produced in Hong Kong, Plastic Injection 
and Compression moulds have the largest volume. The approximate distribution of 
various types of domestic mould products, according to the Hong Kong Trade 
Development Council [10], is : 
Mould Type Percentage of production 
Plastic Injection and Compression Mould 65% 
Metal Dies 20% 
Die-casting Mould 10% 
Forging Dies, Extrusion Dies, and others 5% 
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3.3 Customer Profile 
3.3*1 End-User Group 
As plastic moulds are used to manufacture other plastic products, the end users 
of plastic moulds are themselves manufacturers in other industries. Due to the 
overlapping of, (classification among different manufacturing industries such as the 
Plastics , and Toy Industries, it is difficult to identify the consumption of plastic 
moulds for each end user groups of the moulds. Nevertheless, based on the 
estimation of a local leading mould material supplier [5], the consumption of plastic 
moulds by different end user groups in 1992 were : 
Industrial Sector Estimated consumption (%) 
Toys 22% 
Telecommunication equipment, watches, 19% 
and household appliances 
Television sets . 13% 
Audio equipment 11% 
Various plastic components 5% 




Thus, Toy manufacturers have been the major end-user group of plastic 
moulds in Hong Kong. 
3.3.2 Customer Group 
Whilst the end users of the plastic moulds are manufacturers in other 
industries, direct customers of plastic moulds can be further classified as follows • 
a) Domestic Customers 
Domestic customers include the end users of plastic moulds as 
described above as well as tiie mould making shops themselves. 
Market research by the Industry Department [11] revealed that about 
67% of the mould making shops use subcontractors. It is a common 
practice in the industry that mould making shops subcontract moulds 
during peak production periods to other mould making shops. The 
same market research also discovered that mould making shops 
believed that their subcontractors suffered in their ability to meet 
schedules and were deficient in their innovation, mould design, and 
problem-solving skills. Thus, the moulds to be subcontracted are 
mainly of simple design. 
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b) Foreign Customers 
Statistics shown in the market profile (Section 3.2.1) indicates that a 
substantial portion of local mould production would be exported to 
other countries. As can be seen, customers from China contribute to 
the major export of Hong Kong's domestic mould products. Actually, 
most of them are Hong Kong based manufacturers with their 
production lines located into China, especially in Guangdong Province. 
For the case of plastic moulds, a market research report by the 
Industry Department [12] in 1988 estimated that there were already 
about 7,000 injection moulding machines in 1,200 factories in 
Guangdong Province. The demand pattern for plastic mould products 
was revealed to be : 
- 35 % low quality plastic moulds, largely supplied indigenously 
- 40% middle quality, largely imported 
- 25% high quality and large moulds, almost totally imported 
Because of the relative low price and rapid response attributes of Hong 
Kong's mould making industry, there are also customers from the 
USA. Nevertheless, the additional cost of engineering communications 
would be a major barrier for large scale development of this market. 
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On the other hand, there has been a significant increase in domestic 
mould exports to South East Asia countries in recent years and the 
trend is still on the rise. 
3.3.2 Domestic Customer Needs 
According to market research by the Industry Department [11], the explicit 
needs of domestic plastic mould customers are : 
a) Responsiveness 
b) Ability to meet schedule 
b) Technical knowledge 
c) Precision (meeting specifications) 
d) Quality 
e) Innovation and design skills 
f) Problem solving skills 
g) Price 
Whilst the research indicated that the plastic mould making industry as a 
whole is rated by its customers between "Fair" and "Good" in meeting the captioned 
customer needs, the responsiveness and technical knowledge are ranked the highest. 
The greatest weaknesses cited were ability to meet schedules, design skills and 
problem-solving skills. 
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3.4 Competitor Profile 
3.4.1 Domestic Competition 
Currently, there are about 3,000 mould making shops in Hong Kong [9]. A 
general comment [11] on the domestic plastic mould making shops is their highly 
diversity in terms of skills, capabilities, technical competence and quality level. 
Nevertheless, the domestic mould making shops can still be characterized by : 
a) Company Size 
More than 65% of Hong Kong's mould making shops are small firms 
employing less than ten workers. In the other extreme, only three to 
four of them are mould making shops with more than 100 employees. 
Total employment of the industry in 1989 was about 16,234 [9]. 
b) Market Served 
As mentioned in the customer profile, some mould making shops focus 
their attention on export markets by taking advantage of their higher 
capability. In fact, somemould making shops in Hong Kong focus on 
serving overseas customers only. These mould making firms tend to 
be slightly more sophisticated, since the mould quality and precision 
requirements of these customers are typically higher than domestic 
I ? .入：….:....:，.. • 21 
standards. These mould making shops must have the experience to 
apply for export documentation for their mould products. Other mould 
making firms concentrate on domestic markets by serving the toys, 
electronics, and other manufacturing industries. Smaller mould 
making shops even tend to position themselves as subcontractors of 
their larger counterparts. 
�-?.. 
c) Degree of Integration 
On the whole, about 36% to 38% of plastic product manufacturers 
have their own mould design and making capability. Also, just over 
one-third of manufacturers involved in the production of low value-
added plastic toys and dolls report the need for internal mould making 
capability. On other extreme, two-third of telecommunication parts 
and electronics goods manufacturers demand internal mould making 
capability. This trend indicates that "As a company's focus turns 
increasingly to higher valued-added plastic products, they are required 
to adopt a greater degree of self reliance for mould making because 
the required precision of their moulds increases accordingly" [11]. 
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3.4.2 Foreign Competition 
Two types of foreign competitors can be identified, namely, 
a) Competitors of export markets 
Mould making shops from Japan, Taiwan and South Korea are the 
major competitors for the export market of mould products [2]. 
Mould making shops of Japan are more advanced in skills and 
production technology ‘ Therefore, they have dominated the high 
quality, high precision and large size mould markets. The most keen 
competition experienced by domestic mould making shops in Hong 
Kong is from Taiwan. Taiwan's mould making industry is similar to 
that of Hong Kong in terms of skills, technology and market segments. 
As a whole, Hong Kong's mould making industry are identified to 
possess the following competitive edges and weaknesses [10]: 
- Short delivery time 
This attribute is essential for the manufacturing of fast-moving 
products. In comparison, typical delivery time in U.S.A. and 
China is about 120 days. Similarly, that of Germany is about 
200 days. Yet, Hong Kong requires only around 90 days and 
this is second to Japan in Asia. 
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- Attractive Quality-price package 
The quality of Hong Kong's mould products has been highly 
regarded and is reported to be comparable to that of Japan. On 
the other hand, the price of Hong Kong's mould products are 
relatively low compared to that of Japan, U.S.A. and Germany. 
Thus, Hong Kong's mould making industry does offer an 
attractive quality-price package to its customers. 
- Lack of heavy industry 
The absence of heavy industry rendered Hong Kong less 
specialized in large-size and precision engineering injection 
mould, and precision metal dies, especially those using 
cemented carbides as mould material. 
- Slow in adopting state-of-the-art skills 
With the maturity of computer technology, there is an 
increasing trend in the adoption of various computer based 
production techniques such as Computer Aided Design (CAD) 
and Computer Aided Manufacturing (CAM) in manufacturing 
industries, including mould making. Unfortunately, the market 
research by the Industry Department in 1991 [11] revealed that 
v,: - ^ . 24 
only 7% of the mould making shops had applied the 
CAD/CAM in their production, 
b) Competitors of domestic markets 
Hong Kong also imports moulds from foreign countries. These are 
topically higher quality moulds that are difficult to find produced 
locally in Hong Kong. The import of mould products, in terms of 
value, from various countries is given by [11]: 






Others � 12 
At the same time, domestic mould making shops view themselves 
stronger than their foreign competitors in the aspects of proximity to 
customers, responsiveness, labour productivity and innovative skills 
[2]. 
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3.5 Distribution Profile 
3.5.1 Maintenance and Acquisition of Customers 
Unlike the consumer product markets, the plastic mould making shops usually 
deal with their customers directly, including overseas customers. However, for some 
low-end products, the mould making shops may rely on exporters for specification. 
Hence, customer relationship and customer satisfaction established from past business 
deals are key elements for the mould making shops to maintain their customers. On 
the other hand, new customers would be acquired via : 
a) Referral 
As explained in previous sections, customers usually have low 
confident about the performance of domestic plastic mould making 
shops. Knowledge and past experience about the mould making shops 
are reliable means to overcome the barriers. Thus, referral is a 
common practice for the shops to acquire new customers. 
b) Advertisement 
In general, only the large mould making shops that can afford the 
additional expenses would advertise in industrial journals. A typical 
example of such an advertisement is shown in Appendix 1. In these 
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advertisements, the mould making shops would emphasis their 
production capability, product ranges as well as professionism to 
attract potential customers. 
c) industrial Directory 
Another means available to the mould making shops to increase their 
customer awareness is the industrial directory prepared by government 
bodies, such as the Hong Kong Linkage Industry Directory by Hong 
Kong Productivity Council* Company information, product range and 
capability are listed in these directories to assist potential customers in 
selecting their mould suppliers., 
3.5.2 Order Taking 
A tendering and quotation system is widely used in the industry to obtain new 
orders. However, due to the complexity of the manufacturing process, close and 
frequent contacts would be maintained between the customers and mould making 
firms to clarify technical information, to update the design thus coping with changes 
in market demand, and to avoid costly and time-consuming afterward adjustment. 
Mould testing would also be witnessed by the customer's representatives. 
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3.6 Outlook of the Industry 
Being a supporting industry, the outlook of plastic mould making industry 
itself will be closely related to other manufacturing industries in Hong Kong. 
Therefore, an comprehensive outlook on the plastic mould making industry would not 
be possible without knowing that of Plastics Industry. 
3.6.1 Plastics Industry 
According to the trade statistics from the Census and Statistics Department, 
plastic products include plastic toys and dolls, raw materials, packaging products, 
. I 
household articles, clothing accessories, footwear and slippers, suitcases, office and 
school supplies, flowers, household furniture and lighting, and sports bags. 
Furthermore, plastic components are widely used in electronic and electrical 
appliances, watches, jewellery, optical products, automobile components, medical 
equipment, telecommunication and radio equipment, computers, and other similar 




Due to keen competition from nearby regions, the high production costs such 
as wages and rental expenses, and shortage of labour, large scale movement of the 
• . . 
low value-added plastic products production lines into China occurred over the past 
:: 
decade. The scale of movement can be illustrated by the following statistical 
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highlights [13]: 
::: 28 
Year No. of No. of Value of production 
establishment employees (HK$ billion� 
,:�.:)... . 
1985 5,301 84,686 15.71 
1987 5,718 83,829 23.78 
1989 5,261 63,557 24.80 
1991 4,377 41,522 16.32 
In particular, the percentage of total production value for plastic toys and 
dolls, which is the largest product group in plastics industry, dropped from 49% in 
1985 to 24.4% in 1991, The main reason for this significant drop in production value 
was attributed mainly to the movement of production lines into China [13]. In fact, 
an estimate by the Industry Department in 1991 indicated that about 80% of the 
industry's production capacity is now located in China [11]. 
In terms of export, the leading export markets for Hong Kong's Plastics 
Industry in 1992 were [13]: 
Country Value in HK$ billion 
China 2.88 





In view of the unfavourable factors of high production costs, shortage of 
labour, and the possible risk of fluctuation in raw material prices, the outlook of 
Hong Kong，s Plastics Industry was depicted [13] as : 
a) Sourcing of raw materials, market development, product design, and 
manufacturing of high value-added and precision products, moulds, 
toolings, and parts, 
b) Adoption of IS09000 series as production standards to cope with the 
increasing customer needs on product design and reliability from the 
Western countries. 
c) Taking measures to cope with the social trend towards environmental 
protection. 
3.6.2 Plastic Mould Making Industry 
Although many plastic product manufacturers have moved their production 
lines into China, many of their staff functions, including the product design and 
mould design, remain in Hong Kong to enjoy the well developed infrastructure and 
human resources here. According to market research by the Industry Department 
[11], about 80% of them would still rely on the service of domestic plastic mould 
making firms. Therefore, Hong Kong' plastic mould making industry is still 
concentrated in Hong Kong. What currently exists in China are mainly mould repair 
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capabilities and a few small scale operations that offer simple, low cost moulds in 
applications where responsiveness is important. Yet, the same research also revealed 
that there was an obvious trend of the high valued-added product manufacturers to use 
their internal mould making capabilities. The implication for future is "As Hong 
Kong attempts to upgrade the overall value-added of its product mix in plastics, it 
must either improve the capabilities of the merchant mould making industry to satisfy 
the more precise requirements of its customer base, or it must allow companies to 
improve its internal mould making capabilities in order to become less reliant upon 
a static merchant mould making segment" [11]. In addition to this pressure for 
capabilities changes, the plastic mould making industry also faces the problem of high 
production costs，shortage of skilled labour, and high turnover problems. 
In view of these anticipated factors affecting the future of the plastic mould 
making industry, the following technological improvements were recommended [11]: 
a) Quality 
- increase investment in sophisticated mould making equipment 
in order to lesson reliance on craftsmen skill 
- encourage greater use of apprenticeship programs for craftsmen 
training 
b) Responsiveness 
- Greater use of forming equipment 
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c) Price 
- Less reliance on labour component in mould making 
- Use of Computer-Numeric Controlled (CNC) equipment 
d) Precision 
_ Increase investment in sophisticated mould making equipment 
and design techniques 
- Encourage greater use of training programs 
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CHAPTER IV 
THE SMALL PLASTIC MOULD MAKING SHOP 
4.1 Background of the Small Business 
Chi Luen (CL) is a small plastic mould making shop founded by two young 
men, Mr. Tarn and Mr. Yim, some five years ago. About two years later, Tam sold 
his share of ownership to Yim and left CL. Hence, Yim is the sole proprietor of CL 
now. The major products of GL are plastic injection moulds. The primary customers 
of GL are Hong Kong based plastic toys and parts manufacturers although some of 
them have already moved their production lines into China. Currently, CL has 
employed five mould makers and equipped itself with modern mould making 
machines. However, all CL，s production machinery and employees are housed in a 
600 sq. ft workshop, which is a special partition inside another plastic factory 
belonging to Yim's father. CL，s major machinery, typical plastic injection moulds 
and workshop arrangement are illustrated by the photos in Appendix 2. 
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4.2 Company Profile of CL 
4.2.1 Organization Structure 
Due to the small size of CL, a simple single layer structure has been adopted 
by CL as below. Although the scope of work for Yim covers manager, engineer and 
administrator whilst that of the mould makers covers craftsman and technician, there 
are no special title for either Yim or the mould makers. 
Yim 
three Senior Mould Makers two Mould Makers 
As customers have their own specifications and requirements, moulds must be 
tailor-made for them. Therefore, a jobbing system is used at CL. Each mould maker 
is assigned, according to his experience and skills, an independent job that includes 
design of mould layout, ordering of materials, scheduling of work programs, 
arrangement work that is contracted out, and other manufacturing steps. When 
moulds are too complicated and large, an ad hoc work team is formed of one senior 




Yim, being the owner of CL, has to look after all aspects of the business. 
These include allocation and coordination of jobs, administration, making contact and 
negotiating with customers, monitoring and controlling the financial and company's 
affairs, testing mould products. He also is involved in preparing the computer 
programs to operate the Computer-Numeric Controlled (CNC) Machine Centre. 
4.2.2 Management 
Basically, both the owner and employees of CL are technically oriented. 
Hence, no formal or systematic management system has been implemented in CL. 
Briefly speaking, the existing "management system" of CL is a combination of : 
(a) Traditional and industrial wide practices 
These include paying wages biweekly, two hours of "standard" 
overtime per day, six working days per week, paying the double-pay 
before the Chinese New Year, allow the customers to have 30 days 
credit to pay outstanding balances after delivery of moulds, and so on. 
These have been assumed in CL since its formation without being 
queried. 
(b) Personal relationship and characters of its members 
With the physical closeness of the members of CL, the personal 
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relation and characters of individuals, especially that of Yim, would 
have great influence on the others. Yim, being a sociable, 
independent, life-enjoying and quality seeking person, has shaped a 
free, harmonious, low pressure and happy working environment for 
CL. At the same time, the lack of long-term planning by Yim results 
in a prevailing "fire-fighting” approach to problem solving in CL. The 
personal relations among other members have also created common 
jargon, informal groups, etc. in CL. Externally, relationships with 
customers and suppliers have significant influence on the product 
pricing, raw material sourcing and subcontracting work. 
(c) The duties of individual members 
Although all CL?s employees work independently under the jobbing-
system, those less skilled mould makers are supervised by two senior 
mould makers to ensure quality and progress of the mould products. 
At the same time, some special duties such as recording of daily 
working hours for individuals are assigned to only one of the 
employees. Thus, there is still an informal hierarchy within CL as a 
result of the variations of duties of its employees. 
On the administration side, CL cannot afford to employ a special employee 
and other resources to look after these areas. Yim has to take up this duty. Yet, the 
efforts are usually minimum and just enough to keep CL running. There is no formal 
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record and documentation system In CL. The most comprehensive, reliable and 
readily available information for CL is contained in the Cash Flow Recording Book. 
Unfortunately, Yim's full occupation in the daily operations of CL as well as his 
father's plastic factory leave little time and energy for him to regularly review 
financial results. Thus, it is difficult to monitor and assess the performance of CL. 
General feeling, memory recall and checking the amount of cash in CL，s bank 
account are the managerial yardsticks used by Yim. 
4.2.3 Assets 
CL does not own any property and its workshop is rented. Since moulds are 
made to order and the production time allowed is usually long, CL does not stock 
large levels of raw materials or semi-finished products. Also, finished moulds are 
delivered shortly after final testing. Hence, CL has only a small amount of its assets 
in the form of inventories. The maior fixed assets of CL are its machinery, which 
include : 
a) Two Electric Discharge Machines (EDM) which form complex cavities 
inside the steel mould bases through the electrolytic process. 
b) One CNC Machine Centre which can be programmed to machine 
complicate and precise mould parts. 
c) Four lathes, two milling machines, one grinding machine, and other 
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tools. 
The current assets of CL are mostly in the form of cash and saved in CL，s 
current account. Although GL has only a simple tangible asset list, it does have 
valuable intangible assets in terms of skilled workforce and an established customer 
base. 
4.2.4 Staffing 
The staffing of CL is very simple, namely : 
(a) The Founder 
After his graduation from the middle school, Yim was employed by a 
large shipyard as an apprentice. In the meantime, Yim also completed 
the Higher Certificate Mechanical Engineering Course at the Hong 
Kong Polytechnic. Having received his Higher Certificate, Yim joined 
his father's plastic factory as an assistant to his father, where he 
acquired experience in plastic mould and the mould making industry. 
Driven by the desire for independence, autonomy, and opportunities 
to practise his own knowledge and capability, Yim decided to form a 
plastic mould making workshop with another young man Tam, who 
was an experienced plastic mould maker. Nevertheless, Yim still had 
to assist his father in taking care of his father，s plastic factory from 
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time to time. The partnership between Yim and Tam dissolved about 
three years ago and Yim continued to run CL on his own. 
(b) The Mould Makers 
The employees of CL were plastic or metal mould makers with three 
to five years of experience before joining CL. All these mould makers 
were recruited through referral of friends and relatives. Thus, they are 
very stable and there has not been turnover since the establishment of 
CL. Although these mould makers have extensive practical experience 
of mould making, they have only Form Three education level. 
According to a survey on job standards and specifications for the 
plastics industry [15], an qualified mould and die maker is equivalent 
to a craftsman with the following attributes : 
- Job Description 
Makes moulds and dies to drawings, repairs worn and damaged 
moulds and dies 
- Trade Skills 
* Read and interpret engineering drawings 
* Use and maintain common hand tools, cutting tools and 
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measuring instruments 
* Perform marking out 
* Heat treat metals 
* Produce required surface finishes on metals 
* Select, set up and operate all common machine tools 
used for mould and die manufacturing 
* Analyze failures and malfunctions of moulds 
* Identify common engineering materials and use correct 
tool cutting angles, speeds and lubricants for their 
machining 
* Perform simple mould design 
- Trade Theory 
* Knowledge in engineering drawing 
* Knowledge in workshop technology 
* Knowledge of engineering materials used in mould 
manufacturing 
* Knowledge of principles of plastic mould and die design 
Clearly, to be competent in all these skills and knowledge require 
intensive training and long practice. In fact, a survey by the Industry 
Department [11] revealed that on-job training and apprenticeships are 
the most common types of training for mould makers (about 89% and 
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67% respectively ). In order to retain its experienced and skilled 
mould makers, CL has paid a higher than average salary to its mould 
makers. For example, in the financial year 93-94, the average 
monthly wage of CL，s senior mould makers was about HK$ 10k whilst 
that of the mould makers in the plastic mould making industry was 
estimated by the Census & Statistics Department to be around 
HK$9.5k [8], Unfortunately, this high-wage policy failed to work 
recently and two of the senior skilled mould makers will leave CL to 
set up their own mould making shop soon. In view of the skilled 
labour dependent nature of the mould making industry, this departure 
of two senior mould makers may seriously affect the productivity and 
efficiency of CL in the near future. However, CT. would turn this 
"crisis" into an opportunity if constructive strategies could be 
implemented in line with the introduction of new employees, 
4.3 Product Profile of CL 
When CL was started up five years ago, its owners positioned CL as 
subcontractor for their large counterparts in view of its shadow experience and weak 
customer relationships. Yet, the profit margin as a subcontractor was relatively low. 
Through years of hardwork, CL established its own customer base and products. 
Currently, the major products of CL are plastic injection moulds for toys, plastic 
casings and parts with medium quality and complexity requirements. In general, the 
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customers provide conceptual designs in the form of drawings or hand-made models. 
Additional efforts are required to translate these into engineering designs for the 
moulds. Due to limitations of its production equipment, moulds produced by CL are 
medium to small size moulds with weight between 30 kg to 100 kg. Their prices, 
depending on size and complexity, are in the range of about HK$20k to HK$100k. 
The average production cycle achieved by CL, according to past experience, is 
estimated to be about 60 days. In view of the long production cycle for mould 
products, it is an industrial wide practice to have the price of the moulds paid in three 
separate payments of 40%, 30% and 30%. This practice may create cash flow 
problem as the production expenditures such as labour costs and material costs will 
have to be spent before receipt of all payments. A typical production schedule in CL 
and the payment practice are shown in Appendix 3. 
4.4 Customer Profile of CL 
Since its formation, CL has served 13 customers. All these customers are in 
Hong Kong although some of them have moved their production lines to China. The 
majority of them are end-users, i.e. they are themselves plastic product 
manufacturers. The remaining are mould making shops that have to subcontract their 
orders to other mould making shops during peak periods. Pie charts showing the 
distribution of CL's sales to its customers over the past three years are given in 
Appendix 4. It can be seen that two major customers accounted over 65% of CL's 
revenue in FY91-92 (Appendix 4(a)). This heavy dependence on a few customers has 
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gradually decreased over the years. In FY93-94, no single customer of CL has 
accounted for more than 25% of its revenue (Appendix 4(c)). 
It can also be observed that CL was able to acquire new customers in each 
year and obtain considerable orders from them. Those less active customers were 
mostly mould making shops. Obviously, CL has successfully positioned itself as 
independent mould making shop instead of a subcontractor for other mould making 
•-if 
shops. On the other hand, the small production capacity of CL limits it ability to 
handle orders from different customers simultaneously. Hence, a group of five to six 
loyal customers would be quite adequate for CL in view of its production capacity. 
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Among GL's customers, C.Lap is worth particular mentioning. C.Lap is the 
plastic factory owned by Yim's father. Since the formation of CL some five years 
ago, C.Lap has relied solely on CL for the supply of plastic moulds. The bulk orders 
from C.Lap has provided a fairly reliable revenue for CL in its start up stage. 
4.5 Competitor Profile of CL 
As mentioned in Chapter III，the mould making industry in Hong Kong is 
characterized by the existence of a large number of small establishments and there is 
no major market leader in the industry. The barriers to entrance are mainly the 
connection with customers and the technical competence of the firm. New mould 
making shops are mainly founded by those who have previous experience in the 
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industry. On the other hand, the barriers to exist would be the loss in disposing of 
fixed assets such as the machinery, tools and materials which have low salvage 
values. Furthermore, the skill and experience of the owners and employees are 
highly specialized and may not be fully applicable in other trades or industries. Thus, 
most mould making shops would try to stay in the industry even though the 
competition is keen. 
Fortunately, both CL and other mould making shops do not have to compete 
with all participants in the industry. In general, the lack of effective communication 
channels within the mould making industry prevents the formation of a prefect 
market. Unlike the customer product markets, there is no simple and apparent 
standard for the customers to assess the competence of individual mould making 
shops. Past experience and knowledge of the performance for mould making firms 
have been regarded as the most reliable guarantee to customers. Hence, the 
customers of mould products would eventually establish a mould supplier list after 
sufficient time of operation. Therefore, instead of competing with all mould making 
shops in the industry, direct competitors of CL would be those mould making shops 
serving CL，s customers at the same time. Although the size of this direct competitor 
group of CL cannot be easily identified, it would be small in general. 
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CHAPTER V 
PROBLEM IDENTIFICATION FOR CL 
5.1 Financial Analysis 
5.1.1 Simplifications and Assumptions 
As only primitive cash flow records are available, many standard accounting 
items such as account receivables, account payable, and inventories, cannot be clearly 
identified. Nevertheless, the following simplifications and assumptions have been 
made to facilitate the subsequent analyses : 
(a) In order that the managerial effectiveness of Yim can be assessed, the 
starting date of the analysis is taken as 1/4/1991 when Yim became the 
sole proprietor of CL. 
(b) All machinery is depreciated linearly with a life of five years. 
(c) The wages of CL's mould makers are paid biweekly in the middle and 
before the end of each month. Meanwhile, direct materials, 
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subcontracted work, stored materials, petty cash, and rent are 
purchased or spent in a more and less continuous manner, errors due 
to neglecting the year-end adjustments for these items would be small. 
Therefore, cash outlays at the end of each financial year are taken as 
the corresponding expenditures in the financial statements. 
(d) As will be observed from the income statements, the expenses for 
insurance, business registration and other minor items are relatively 
small. Therefore, no year-end adjustment has been made to these 
items. 
(e) The only cash inflow to CL are payments from its customers. As all 
mould products are delivered shortly after completion and revenues are 
received at stages over the production cycle, errors due to neglecting 
the outstanding payments for completed orders at any time would be 
small compared to the total annual revenue. Thus, cash received at the 
end of each financial year is taken as the revenue of that year in the 
financial statements. � 
(f) All fixed assets are machinery only whilst all current assets are cash. 
(g) As the analysis was carried out in December 1993，financial data for 
the financial year 1993-94 (i.e. 4/93 to 3/94) was projected from an 
8-month period on a pro-rata basis. 
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(h) An annual inflation rate of 10% was assumed for the three-year 
period. 
Based on CL's cash flow records between 4/1991 and 11/1994，various 
financial statements of CL for these periods have been deduced and tabulated in 
Appendix 5 as Recorded Cash Flow Statements and so on. A careful review of these 
financial statements in Appendix 5 indicates that the Government has not required CL 
to pay the profit tax yet and CL has not paid rent for the workshop for considerable 
duration. In order to cater for these accrued payments and reflect the anticipated 
performance of CL, the financial statements are adjusted and shown in Appendix 6 
as Anticipated Cash Flow Statements and so on. 
. 
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5.1.2 Cash Flow Statements 
From the Recorded and Anticipated Cash Flow Statements given in Appendix 
5(a) and 6(a) respectively, the following salient points can be observed : 
(a) There are discrepancies between Recorded and Anticipated Cash Flow 
Statements in FY92-93 and FY93-94 because CL has not paid the 
accrued tax and rent over these periods. These extra working capital 
is reflected in the higher cash amount in the Recorded Cash Flow 
Statement of CL. 
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(b) Both Cash Flow Statements indicate there was a trend of decreasing 
working capital over the three-year period. This trend appears to be 
mild in the Recorded Cash Flow Statements because of the extra 
financing from the accrued rent and tax payments. However, should 
CL have to pay the tax and rent as other normal firms, the anticipated 
financial analysis does illustrate that the working capital of CL will 
have dropped significantly over the three-year period and would reach 
an "alarming" level of about HK$39k at 31/3/1994. This amount of 
working capital would not support the operation of CL for more than 
one month ( average monthly expenses on COGS for FY93-94 was 
about HK$1230k/12 = HK$102.5k ). Any wrong decision on major 
expenses or its customers cannot pav their outstanding balances to CL 
on schedules could drive CL to the close down point. 
(c) In FY91-92 and FY92-93, CL has invested heavily in its machinery. 
This investment was financed by bank loans. Hence, a considerable 
amount of CL's cash was used to repay loans in these years. At the 
same time, the tax shelter provided from depreciation of the machinery 
was not able to balance the repayment in the same time period. 
Hence, a reduction of working capital and stringent cash flow could be 
observed over the three-year period. This suggests that CL，s capital 
investment plan, which should take both the future financial and 
production needs into consideration, was not adequate. 
I • •- � 
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(d) Whilst the Cash Flow Statements given in Appendix 5(a) and 6(a) are 
valid at the end of the financial years, the actual cash flows are most 
critical in CL，s daily operations. Therefore, the monthly cash flows 
of CL are also analyzed and the results are plotted in the graph in 
Appendix 5 (b). 
From this graph, it can be observed that CL has experienced a very 
fluctuating revenue pattern over the three-year period. In late 1993, 
CL's revenue was fluctuating between HK$50k to HK$200k. Since 
most of CL's production costs such a labour wages have to be paid 
monthly at a fairly stable manner, the fluctuating revenue pattern has 
created negative monthly net cash flow in the past three years. If the 
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huge cash outflow in purchasing machinery at the beginning of the 
three-year period is neglected, a monthly net cash outflow as large as 
HK$70k can be observed. CL's working capital level, as indicated by 
the "Cash at beginning of month" and "Cash at end of month" curves, 
has a minimum of about HK$100k and an average of HK$130k. In 
view of its fluctuating revenue pattern and relatively low working 
capital level, CL should take measures to either smooth out its revenue 
pattern or to increase its working capital so that the risk of running out 
of cash in daily operations can be alleviated. 
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5.1.3 Income Statements 
By referring to Appendix 5(b) and 6(b), it can be observed that: 
(a) Direct Labour is the major production cost of CL. It ranged from 
about 44% to 58% of revenue over the three-year period with a mean 
of about 50%. This is in line with the fact that mould making is a 
skilled labour intensive industry. 
(b) The Gross Profit of CL over the three-year period was maintained 
within a narrow band around 21% of its revenue. This means that a 
fairly stable production cost structure has been established in CL. This 
established cost structure will be discussed in more detail below. 
(c) Depreciation of the machinery constituted the largest operating expense 
of CL. The total depreciation increased from 9% to 14% with a mean 
of about 11.3% of the revenue over the period. As there are still two 
to three years of remaining life for the majority of CL's machinery, 
these expenses would still be significant in the coming two years. 
(d) There was a rapid increase in the expense for subcontracted work from 
8% to 18%, and a mean of about 14% of the revenue over the period. 
This signalled a possible message that CL should review its production 
process as well as its production capability to see whether this increase 
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in subcontracted work expense is economically justified. 
(e) From the Anticipated Income Statements, there were great increments 
of about 66%, and 540% respectively in CL's FY92-93 revenue and 
net profit over FY91-92. However, these performance results could 
not be sustained in FY93-94 and there is likely to be a net loss from 
the operation according to projection. As there was no significant 
change in the production cost structure over the period (i.e. about 80% 
of revenue), it is believed that the slow down in the growth of CL's 
revenue in FY93-94 is the major reason. Further investigation of CL's 
operations in FY93-94 revealed that there was a fault in pricing a large 
order because of underestimation in production costs. This misprice 
event significantly reduced revenue growth (by about HK$100k 
according to estimation) in FY93-94. Nevertheless, CL?s Management 
should be aware of this poor performance and take every effort to 
prevent its repetition the future. 
5.1.4 Retained Earnings Statements and Balance Sheets 
(a) CL's intensive investment on production machinery increased its 
assets, mainly in the form of Fixed Assets, over the three year period. 
Nevertheless, the purchase of these assets was financed by bank loans. 
Thus, there was also increase in liabilities during the same period. 
This indicates that CL is highly leveraged. It is necessary for CL to 
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manage its repayment of liabilities to avoid insolvency problems. 
(b) The recorded retained earnings over the three-year period was about 
HK$100k. Should CL have had to pay all accrued tax and rent in that 
period, a negative retained earnings would have resulted. Hence, the 
profitability of CL is inevitably low in absolute value. 
5,1.5 Ratio Analysis 
Further to the examination of CL's financial statements, selected financial 
ratios have been calculated and tabulated in Appendix 5(g) and 6(f) to assess CL's 
solvency, profitability and productivity over the three-year period as follows : 
(a) Solvency Measures 
- Current Ratio of CL dropped from 2.51 to 0.58. 
- Fixed Assets to Long-term Liability Ratio of CL was much 
higher than unity and would rise to 6.42 at the end of the 
period. 
- Owner's Equity to Liability Ratio varied between 1.22 to 3.10. 
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Both CL's Fixed Assets to Long-term Liability and Owner's Equity to 
Liability Ratios were greater than unity throughout the three-year 
period. This indicated that CL's assets were able to cover its liabilities 
should these assets be liquidated at their book values. However, the 
dropping pattern of CL's Current Ratio also revealed that CL would 
have difficulties in repaying its short-term liabilities because of its low 
current assets level ( mostly in the form of cash ). 
(b) Profitability Measures 
2 -
- Return on Sales (ROS) of CL ranged between 3.4% to 7.3%. 
Should the effect of accrued payments be adjusted, CL's ROS 
would be much reduced to 0.3% to 4.1%. From the survey by 
the Industry Department [11], an average ROS between 9.4% 
and 12.5% was achieved by the mould making industry from 
1987 to 1989. Hence, CL's performance on ROS was poor 
compared with the industrial average. 
- Return on Investment (ROI) of CL was fairly low and in the 
range of 0.08 to 0.48. Similarly, it would further be reduced 
to 0.01 to 0.17 after adjustment for accrued payments. 
- Sustainable Growth Ratio (SGR), which' is equal to the ratio 
between net income and average owner's equity, was low and 
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had a maximum of about 0.34 and 0.07 before and after the 
adjustment for accrued payments respectively. Should the 
accrued tax and rent be paid in the same period, a negative 
SGR would be observed at the end of the three-year period. 
As can be observed, both the ROI and SGR indicate that CL 
could not create reasonable value to the owner through its 
operating and financing activities. In fact, a decrease in 
owner's equity was recorded in FY93-94. 
(c) Productivity Measures 
• 
As labour is a key input for the industry, a measure of the 
effectiveness of this key input would provide a useful insight on its 
performance. Based on John L.Ward [16], a productivity measure 
defined as the ratio of real value created by all employees to the total 
number of employees was adopted in this analysis. In order to 
compare the real value-added across different time horizons, the 
apparent value created by the employees, which is equal to the 
difference between the revenue and all components of the COGS other 
than the labour cost, must be discounted by inflation over the period. 
In the case of CL, its employee productivity was observed to have a 
step jump from about HK$ 118k in the first year of operation to about 
HK$150k in the second year of operation. This is equivalent to a 27% 
f ,. 
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increase in productivity. Unfortunately, a drop of about 6% in 
productivity was observed in the third year of operation. Since CL 
had no turnover of employees in this three-year period, this trend in 
employee productivity suggests that there mav be a motivation and 
production problem within CL that should be investigated. 
5.1.6 Comparison with Industrial Financial Data 
According to section 5.1.3, CL has established a fairly stable cost structure 
in its past operations. Hence, it is possible to compare this cost structure of CL with 
that of the industry [11] as a mean to assess the performance of CL. 
Cost Industrial Average CL’s Performance 
Element (% of all expenditures) 
1989 1991 91-92 92-93 93-94 Ave. 
Product Development 5.8 5.3 0 0 0 0 
Labour 42.0 43.0 56.7 45.7 45.8 49.4 
Depreciation 15.7 14.2 8.8 10.7 11.8 10.4 
Worker training 3.0 3.5 0 0 0 0 
Finance charges 4.8 4.8 1.8 1.0 4.3 2.4 
Marketing and sales 2.1 2.5 0 0 0 0 
Raw materials 18.6 18.3 13.1 18.4 14.4 15.3 
Quality improvement 3.5 3.5 0 0 0 0 
Rent 5.0 5.0 5.2 3.3 3.0 3.8 
Subcontracted work - - 8.3 16.5 17.3 14.0 
1 || 
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From the above comparison, it can be observed that: 
(a) CL has spent about 10% more on its labour than the industrial 
average. It is believed that CL，s high wage policy and loose control 
on overtime could be the maior causes for this higher labour cost. 
(b) CL has better performance than the industry in material consumption. 
(c) The rent that should be paid by CL over the three-year period was 
lower than the industrial average. This is because the nominal rent, 
should it be paid, has been kept constant over the three-year period. 
(d) The depreciation expenses of CL was lower than the industrial 
average. This means that CL's capital investment was still low 
compared with the industry . 
(e) The finance charges of CL were lower than the industrial average. 
This indicates that CL has employed less than average financial 
support from interest bearing debt over the period. 
(f) The industrial data do not have the expenses on subcontracted work. 
However, financial data of CL indicate that they were the significant 
costs in the operation of the mould making shop. 
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(g) Clearly, CL has spent little on specific efforts in product development, 
worker training, marketing and sales, as well as quality improvement 
activities compared to the industry. 
As a whole, CL has overweighed its efforts and resources in the production 
activities compared with the industry. Yet, its ability to keep down the labour costs 
seems less effective than the industry. Hence, means to either reduce labour costs 
or improve labour productivity would be helpful for CL to maintain its competitive 
capability in line with the industrial average. 
5.2 SWOT Analysis 
5.2.1 Strengths 
Based on the market study and financial analysis above, and additional studies 
on the operation and management of CL, its strengths are identified as : 
(a) Powerful Production Machinery 
The market study above indicates Hong Kong's mould making industry 
is slow in applying the new production technology. Yet, CL started 
using the CNC Machinery and EDM in 1992 and has accumulated two 
years of experience. Furthermore, with the help of his academic 
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knowledge and subsequent training, Yim was able to lead his work 
team in using these machines for the production of sophisticated, 
complex and delicate mould products. 
(b) Skilled Work Team 
As skilled labour is a key element of the mould making industry, there 
is keen competition for skilled labour throughout the industry. 
-
According to a survey by the Industry Department [11], 67% of the 
[ mould making shops have experienced manpower turnover problems 
and the most popular remedial measures are salary increment, 
promotion, training and benefit adjustment. Although CL will lose 
two mould makers who are seeking their own business, the company 
has had a stable and skilled work team with no turnover in the past 
three years. This reduced CL's efforts and resources in recruiting and 
training up new employees, and the loss in productivity during the 
training period. 
(c) Good Customer Relationships 
Under his personal desire for quality, Yim has exhibited strong 
emphasis on the quality of CL's moulds as well. Thus, CL was able 
to satisfy its customers with quality products in the past and has built 
up a reputation among its customers. Moreover, the sociable and 
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friendly personality of Yim has enabled him to establish close 
relationships with customers. Hence, good customer relationships are 
considered invaluable intangible assets. 
(d) Support from Family Business 
The physical proximity between CL and the plastic manufacturing 
factory of Yim's father allows CL to share the overhead and facilities 
with the plastic manufacturing factory. The plastic machinery in the 
plastic manufacturing factory reduces CL's dependence on 
subcontractors for the testing of the mould products. Also, the plastic 
manufacturing factory does provide regular orders and revenue to CL. 
The financial analysis also indicates that Yim's father did provide 
substantial financial support to CL, thus reducing its stringent cash 
flow status. 
(e) Responsiveness and Flexibility 
The small size and informal structure of CL reduce the communication 
path between Yim and employees of CL, and shorten its decision 
chain. Thus, CL can responsible quickly and flexibly in accordance 
to the latest operating conditions, material stock level, machinery 
usage, manpower availability, etc. of CL. Work programmes can be 
re-scheduled within a short time to re-prioritize tasks. 
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5.2.2 Weaknesses 
At the same time, the weaknesses of CL are identified as : 
(a) Lack of Comprehensive Motivation System 
When CL was newly formed, both its owners and employees had high 
expectations for prosperity. Therefore, all members of CL were 
highly motivated at the starting stage of the business and they were 
willing to share the fortune with each other. However, the 
. ‘ 
effectiveness of this motivator would eventually fade out and other 
factors would become dominant in the motivation process. The only 
means so far adopted by CL to motivate its employees is to pay a 
higher than average market level wage to the mould makers. 
Unfortunately, this reward has not explicitly related to the 
performance, needs and expectations of individual employees. 
Consequently, a sense of unfairness developed rapidly among the 
employees. This incomprehensive motivation system is believed to be 
one of the causes for the departure of two senior mould makers in the 
near future. 
60 
b . . • 
(b) Loose and Non-systematic Management, Monitoring and Control 
As explained above, there was no systematic or formal management 
t system in CL during its foundation. The existing managerial practices 
. . 
are the compromise between traditions of the industry, personal 
relationships among CL's members as well as the management style 
of Yim, Whilst this loose situation is now perceived as，normal，by 
the employees of CL, the introduction of new managerial, monitoring 
or control practices mav cause worry among and resistance from the 
employees. 
(c) Narrow Customer Base 
As mentioned in Chapter IV, CL has served 13 customers since its 
establishment and only five to six of them are still loyal customers of 
CL now. Although this loyal customer group was of the right size for 
small mould making shops like CL, there may not be sufficient orders 
from these customers -should CL plan to expand its production 
capacity. Moreover, these loyal customers of CL are mainly toys and 
plastic parts manufacturers. Thus, the customer base of CL is 
relatively narrow in terms of product diversity. Should the sectors of 
toys or plastic parts suffer recession, the revenue of CL would be 
seriously affected. 
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(d) Low Production Capacity 
Limited by the human resources, machinery, and available space, the 
production capacity of CL is relatively small. This constraint would 
affect CL，s ability to complete large orders within the normal delivery 
schedule. Also, CL would have little spare capacity to acquire new 
customers. 
(e) Stringent Cash Flows 
The Financial Analysis indicates that CL has been operated with low 
profit. Furthermore, its heavy investment in machinery in the past 
three years has depleted its working capital to a low level. Hence, the 
financial status of CL is stringent and it is vulnerable to cash flow 
problems. This stringent financial status also leaves few resources for 
CL to develop or improve itself. 
(f) Fail to have Forward Planning 
"Due to various personal shortcomings such as narrow in scope, lack 
of vision, biased in experience, many small businesses owners fail to 
recognize the needs of the future in managing their businesses" [16]. 
The same inadequacy was observed in CL. There is no clear plan to 
guide the development of CL nor assist it in overcoming contingencies. 
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Instead, a 'fire-fighting' approach has been adopted in the daily 
operation of CL. On the other hand, Yim's personal desire and will 
would significantly shape the future direction of CL. 
(g) Quality of the Human Resources 
Although the mould makers of CL are skilled and experienced, they 
have eduction up to the Form Three level only. It is likely that the 
existing work force of CL would have difficulties in learning and 
applying new skills such as computer technology in the production. 
Hence, there mav be limitations for CL to develop new products bv 
making use of the latest manufacturing techniques and production 
technology. In fact, it is observed that the existing mould makers of 
CL cannot develop the control programs for the CNG Machine Centre. 
A bottle-neck and unnecessary idling would be created in the 
production process when Yim cannot prepare the CNC programs in 
time. 
(h) Overcrowded Workshop Area 
CL's workshop is overcrowded with machinery and tools. This 
overcrowded situation has implications on both its development and 
personal management. On the development aspects, CL will not be 
able to accommodate other major facilities for product development or 
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capacity expansion. On the management side, the gathering of all five 
mould makers within the small workshop leaves little privacy for 
individuals and amplifies "item-by-item" comparison among the 
employees. Should there be no strong cohesive force built upon 
mutual understanding, trust and co-operation, personal conflicts would 
be easily created among the employees. 
5.2.3 Opportunities 
The market profiles for Hong Kong's mould making industry reveals the 
following opportunities for CL : 
(a) Manufacturing of high quality and precision plastic moulds 
The high production cost environment and keen competition from 
nearby low cost regions would continue to drive the local 
manufacturers of low value added plastic products either out of 
business or to move into.China. Only those plastic factories which can 
effectively employ Hong Kong's resources to manufacture high value-
added products would be able to stay in Hong Kong. Hence, local 
demand for high quality and precision moulds would be promising in 
the future. The anticipated difficulties for CL to capture this market 
are its shadow experience in these products, possible incompetence of 
the work force，and the lack of business connection with these 
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customers. 
(b) Moving the production capacity into China 
The large number of plastic factories in China, especially in the 
southern part of Guangdong Province, create a market for plastic 
moulds. Currently, many of these plastic factories purchase the 
moulds via their design offices residing in Hong Kong. Hence, the 
customers have to spent additional effort and travelling time in 
transporting the heavy moulds through the border into China. Should 
mould making shops be set up in China in close proximity to these 
customers, the customers' effort in transporting the moulds would be 
reduced. This attribute is an advantage to customers demanding 
responsiveness. Also, these mould making shops would then be able 
to enjoy the lower labour costs in China. Nevertheless, the pre-
requisites for this alternative would be the establishment of connections 
with these customers and effective communication between the 
customers' designers and the production personnel in China. 
(c) Broadening the product mix 
Because CL's customers are mostly manufacturers of plastic toys, 
consumer electronics and parts, CL has extensive experience in the 
plastic injection moulds. Yet, heavy dependence on a narrow product 
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class would be risky. CL should take possible opportunities to 
broaden its product mix in two ways: 
- Manufacturing of moulds for other plastic products such as 
furniture, household tools, optical accessories, and so on. 
-�Manufacturing of non-plastic moulds such as die-casting 
moulds. 
The feasibility of these opportunities would depend on the technical 
competence of its human resources and the capability of its production 
facilities. 
(d) Forming strategic alliance with mould design specialists 
As indicated in the profiles in Chapter III，the local mould making 
shops are considered as weak in mould design capability. With the 
increasing popularity of computer technology such as CAD in mould 
design and the emergence of small software houses, it is possible for 
CL to form strategic alliance with a software house. This business 
combination would allow CL to capture the high quality and precision 
market without developing its own mould design capability whilst the 
software house could concentrate its effort in programming activities. 
The most difficult barrier for CL to exploit this opportunity would be 
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the availability of suitable software house for alliance formation. 
(e) Capturing moulds markets in Asia Pacific Countries 
With the continuous booming of economics in South-east Asia, 
manufacturing industries in the developing countries of this region 
have attracted many foreign investments. Hence, there are obvious 
and increasing demands for moulds from these countries. Trading data 
collected for the market profile of Hong Kong's mould making 
industry in Chapter III confirm this trend. Hence, capturing these 
growing export markets would be a feasible opportunity for CL. 
It is also anticipated that there are local needs to set up the supporting 
industries such as mould making in the South-east Asia countries. As 
mould making skill and experience have to be learned through long 
time training and practice, the chance of success would be enhanced 
if the local manufacturers can receive assist experienced mould making 
shops. Thus, transferring its skills and experience to the mould 
making shops in the South-east Asia countries would be another 
opportunity for the mould making shops in Hong Kong. Actually, 
Hong Kong has successfully helped Singapore to build up its mould 
making industry and today half of the mould making shops in 
Singapore are run by Hong Kong technicians. 
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All the above opportunities involve uncertainties and risks of different degrees. 
In view of the existing strengths and weaknesses of CL, it is advisable for CL to 
focus on opportunities related to domestic markets at this stage. When adequate 
strengths, resources and connections have been established, it will then be the 
moment for CL to explore the mould markets outside Hong Kong. 
5.2.4 Threats 
Due to the uncertainties and dynamic factors involved, CL are subjected to 
threats as below : 
(a) Shortage of skilled work force 
According to a quarterly report from the Census and Statistics 
Department [14], the entire manufacturing sector of Hong Kong is 
suffering a shortage and high turnover of general and skilled labours. 
For the mould making industry, the craftsman, technician and engineer 
positions have more than 10% vacancies. The most popular remedial 
actions taken by the mould making shops are to raise salary increments 
and enhance benefits [11]. As labour cost is a key component of the 
industry's production costs, this high compensation strategy of 
retaining skilled labour would inevitably deplete the profit margin of 
the local mould making shops. 
I 
I • 
(:• / 68 
(b) Continuous movement of local production enterprise into China 
The continuous movement of local manufacturing enterprises into 
China would gradually weaken the competitive edges of the local 
mould making industries in providing service to this customers. 
Competition among local mould making shops would then be 
int餅sifiecL Furthermore, the improved skills and higher market 
demand within China would accelerate the development of the 
supporting industries there. Therefore, unless the local mould making 
shops can strengthen their capabilities relative to their Chinese 
counterparts, there would be high risks of losing demand among local 
mould making shops, 
(c) Political uncertainty of Hong Kong 
The change of Hong Kong's sovereignty in 1997 causes uncertainties 
in local investment environment. Thus, there is a general trend of 
emphasizing short-term profit taking among local residents. 
Therefore, instead of looking for long-term development and 
prosperity, some local manufacturers would try to maximize their 
short-term profit by cutting their production costs in the expense for 
product quality and reliability. In such cases, mould making shops 
would be pressed by these customers to keep mould product prices as 
low as possible. The profitability of the mould making industry would 
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be further lowered. 
(d) Additional expense on employees' benefits 
In line with the higher living standard and social awareness of local 
residents, there is a social trend of demanding better and more benefits 
by different social groups. A related issue in the manufacturing 
industries is the social pressure on setting up a central provident fund. 
Should this policy be enforced, the manufacturers would have to spend 
additional expenses on contributing to this fund. 
(e) Application of new technology and production skills 
Although the plastic moulds are fairly mature industrial products, the 
production efficiency and mould quality are consistently enhanced with 
new production technology and skills. Typical examples are : 
- Computer-Aided. Design for mould design and mould flow 
analysis 
- Computer Integrated Manufacturing that integrates mould 
design, material ordering and inventory control as a single 
production activity. 
- Rapid plastic phototyping with laser stereo lithography 
technology 
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There are also improvements in the mould materials, production 
technique and machinery from time to time. Yet, it is likely that most 
of the small mould making shops would not have adequate financial 
and human resources to acquire and develop these new technologies in 
their production. 
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CHAPTER VI 
STRATEGIC PLAN FOR CL 
6.1 An overview of CL 
A business at each stage of development will exhibit certain group of attributes 
that deserve management's attention. These attributes, according to Terry Hill [14], 
can be summarized in Table 1 below. 
Attribute Stages . 
Start-up Early growth Later growth ^ 
Goals Survival and flexibility Cost control and stability Market control and 
organizational efficiency 
Focus of The owner Team building and External needs -
Attention market needs technology, suppliers, 
substitutes, competitors 
What Decisions All, including technical Strategic and human Mostly strategic decisions 
made by Owner decisions relations decisions . 
Organizational Informal In between informal and Formal 
Structure and formal 
Communications . 
Performance Sales objectives : Operating objectives : Strategic objectives ; 
Measures volume and orders budget vs past; actual vs investment returns and 
plan market share 
Rewards Subjective, In between subjective Objective, formal, and 
individualistic, and and objective uniform 
changing ‘ -. 
Control Systems Cash flow Budgets and forecasts Asset utilization, strategic 
planning, and setting of 
strategic objectives 
Table 1 : Growth of business through organizational development 
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By comparing the findings from CL with that of Table 1，it is clear that CL 
is still in the start up stage with the following attributes : 
- CL's business goal, although not explicitly defined, is survival. 
- Yim's personal needs, desire, knowledge, experience, and expectation 
have significant influence on CL's operation, management, and 
development. 
- Yim, being the owner of CL, has to take care all activities of and 
make decisions for CL. 
- CL's organization structure and communication are informal and 
implicit. 
- The available performance measures for CL are, by far, its revenue 
and continuity of orders. No systematic or effective methods, such as 
performance indices or budgetary plan, have been adopted or 
developed to assess the different aspects of CL's performance. 
一 A primitive and informal reward system is implemented in CL. There 
is no policy defining the duties and expected performance from 
individual employees. Performance appraisal of the employees is 
based on the personal judgement and memory of Yim. High wages 
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have been used as the key motivators. 
- Only cash flow was regularly monitored and controlled to ensure there 
would be adequate working capital for future commitments. 
The financial and SWOT analyses also reveal CL has poor performance or 
difficulties in the aspects of : 
一 Human resources management and development. 
- Production management and control. 
- Product and market development. 
一 Forward planning. 
- Cash flows control. 
- Creation of value for the owner. 
6.2 Future Growth of CL 
In addition to the immediate needs of improving its existing performances, CL 
should also formulate its growth objectives. As mould making is a skilled labour 
intensive job and the market needs are responsiveness, design ability, and product 
quality, increasing solely the size and production capacity should not be the best nor 
ultimate growth objective of a mould making shop in Hong Kong. Instead, CL 
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should focus its efforts on activities that would enhance its production capabilities, 
product variety, market coverage, customer satisfaction, and managerial effectiveness. 
6.3 Business Objectives 
The business objectives, in terms of urgency, to be achieved by CL are : 
(a) Improving the existing performance of CL in the aspects of human 
resource and production management, future planning, cash flow 
control, and performance measures to keep CL，s performance 
compatible to or better than the industry average. 
(b) Establishing management, production, product and market strategies 
to facilitate its future growth and development. 
6.4 Strategic Plan 
To achieve the captioned business objectives, a properly formulated plan that 
depicts coordinated business strategies would be necessary. This plan recommends 




The financial strategies will help CL to establish systematic controlling 
mechanisms by monitoring its critical financial data. They will also allow CL to 
make informed decisions and reliable forward planning based on the systematically ‘ > . 
r 
accumulated financial data. 
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According to Brian H. Maskell [6], a new management approach, namely, 
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World Class Manufacturing (WCM), is gaining popularity in Western manufacturing 
companies. It is an approach adopted by Western manufacturers to cope with keen 
competition from Asia countries such as Japan. "The term World Class 
Manufacturing is a yery broad one but will generally include the following : 
- a new approach to product quality 
- just-in-time production techniques 
- change in the way workforce is managed 
- a flexible approach to customer requirements" 
In the case of CL, its products are tailor-made to customer specifications. 
Considerable efforts have been incorporated in CL's production and management to 
ensure product quality and to meet customer requirements. Hence, these two issues 
of WCM are not of top urgency to CL at this stage. Previous analyses indicate that 
CL has problems with its human resources management. Thus, WCM's concept of 
changing the way work force is managed is incorporated in the recommended 
management strategies. Although GL's small production capacity and volume do not 
justify a full scale application of just-in-time production techniques, measures that 
76 • 
improve CL's productivity are proposed in the production strategies. 
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The market research and SWOT analysis in previous chapters reveal that CL 
is now targeting on a mature, competitive and slightly declining segment of the mould 
r. 
market. In order to enhance CL's competitive edges and to make rooms for its future 
growth, product and marketing strategies are formulated for CL. 
Finally, it is believed that the recommended strategies must be feasible, 
practical and within CL's resource or capability limits. Hence, the criteria of 
simplicity and acceptabilty to CL's situation have been adopted in formulating the 
business strategies below, 
6.4.1 Financial Strategies 
(a) Implement a managerial accounting system 
The purpose of this managerial accounting system is to provide reliable 
data and tools that facilitate CL to assess its performance and make 
informed decisions. With the availability of modern personal computer 
and powerful spreadsheet/database software, CL is recommended to 
implement a simple managerial accounting system that consists of the 
following key functions : 
- cash flow monitoring and forecast 
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- support job-costing analysis 
- customer sales and supplier purchases monitoring 
- support production cost structure analysis 
(b) Develop a Job-Costing System 
The special nature of mould making enables the production process of 
each mould to be handled as a separate job. Hence, a simple job-
costing system that monitors the expenditures and progress of each 
mould making job should be employed by CL. This job-costing 
system can be developed in conjunction with the managerial accounting 
system recommended above. To ensure availability and reliability of 
relevant data, job cards should be used to record the status and 
expenditures of each job in progress. 
(c) Maintain an acceptable level of working capital 
In order to release CL from the stringent cash flow situation and to 
cater for possible delays in clearing outstanding balances by its 
customers, CL must maintain adequate working capital to support its 
normal operations and production. As from the analysis of CL's 
monthly net cash flows ( Appendix 5(b) ) in section 5.1.2, CL was 
able to maintain an average working capital of about HK$130k over 
the past three years. To cater possible drop in revenue as a result of 
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delayed payment by its customers and to provide adequate cash reserve 
against contingencies, it is considered that the minimum working 
capital should be raised above HK$200k ( about two months of CL's 
production costs ). Moreover, the safe level for working capital 
should be reviewed when there will be major changes in cash flow 
patterns, such as taking bulk orders with long delivery time ( which 
also means longer delay of larger payments )，or making major 
investment with anticipated cash outflows. As CL is now already short 
of cash, it is suggested that CL should arrange with the bank for an 
overdraft up to this amount. 
At the same time, CL should negotiate with the suppliers and 
subcontractors for better credit terms by giving them more orders. 
Customers should also be encouraged to clear outstanding balances on 
time through discount schemes or other incentive programs. These 
measures would enable CL to better utilize its cash and minimize the 
needs for extra working capital. 
(d) Control the capital investment arid smooth out their impacts 
As adequate working capital must be maintained to ensure safe 
operations, CL must carefully plan and assess its major capital 
investment. Should the investment be financed by debts, the financial 
impact due to repayment of debts in the future must be properly 
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smoothed out to avoid imposing unacceptable pressure on CL's cash 
flow. 
(e) Develop accurate pricing models for its mould products 
To alleviate the chance of mis-pricing new orders and causing revenue 
losses, a pricing model consisting of labour costs, material costs and 
overhead costs should be developed. The data needed to established 
the cost structure can be retrieved from the database of the managerial 
accounting system recommended. Nevertheless, additional efforts in 
classifying the mould products would still be required to enhance the 
accuracy of the model. 
6.4.2 Management Strategies 
(a) Implement an innovative motivation system 
. Investigation of the departure of two senior mould makers indicates 
that they are not satisfied with the existing motivation practices of CL, 
which gives no appreciation to good performers and no penalty to poor 
performers. The feeling of unfairness has been developed and 
amplified when both the good performers and poor performers work 
together inside the small workshop. 
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According to the Expectancy Theory of Motivation [3], there is a chain 
of linkage between the effort of the employee, his performance, the 
outcomes of his work as well as the degree of satisfaction perceived 
by the employee himself. Offering employees something they believe 
will be satisfying is necessary, but not enough. Employees must 
believe they will get what they want in order to be motivated. 
Furthermore, employees are not motivated to perform better when 
managers focus on the "offering" and ignore the "believing". In 
simple words, if one won't believe he can do something, it is hard to 
be motivated. As the diversity of today's workforce demands different 
means of motivation, an innovative motivation strategy consisting of 
the following elements is recommended : 
- Formulate clear and achievable corporate objectives and 
personal goals. 
- Relate the rewards directly to employees' performance [6]. 
- Employ different and flexible combinations of rewards, 
including appreciation, recognition of contribution, promotion, 
scope and responsibility enrichment, wage adjustment, personal 
development, and so on, to meet the needs and expectations of 
individuals. 
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- Provide adequate and cross-training [6] so that the employees 
will believe they can achieve the tasks assigned. 
- Establish favourable and supportive environments to facilitate 
the employees to achieve their task objectives. 
-，，Encourage employees' active participation by involving them 
in setting goals, corporate strategies, and work plans. 
(b) Build up team spirit among the employees 
In addition to the recommended motivation system, which mainly 
address the performance of individuals, CL should also take 
appropriate actions to enhance the cohesion and personal relationship 
among CL's employees. Having considered the unique attribute of the 
Chinese culture, the strategy of team spirit building is believed to be 
an effective mean to achieve harmony, cohesion, loyalty and sense of 
belonging within CL. In. the course of pursuing these objectives, CL 
should : 
- Enhance its internal communications 
The communication must be able to make all members of CL 
understand and share the latest status of CL, its prosperity and 
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threats, it future directions and development. The comments, 
opinions and proposals from the employees should be honestly 
considered and followed-up. 
- Set up a good example by the owner 
�Under the context of Chinese culture, the performance and 
behaviour of a leader has significant influence on his followers. 
Yim, as a formal leader of CL, should demonstrate a good 
example for other employees of CL. 
- Encourage team performance 
Indicators showing the overall performance of CL such as sales 
and delivery time should be stressed and demonstrated within 
the workshop area to stimulate the workforce to achieve better 
performance as a team. 
- Develop sense of belonging 
Design logo and slogan to represent CL as a whole and 
promote team work as the corporate culture. 
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(c) Develop comprehensive practices for performance measures 
As pointed out in the motivation system, the rewards must be related 
directly to the performance of employees. Therefore, the methods 
adopted for performance measures must be carefully designed. In 
order that the performance measures would not hamper the 
effectiveness of the motivation system, it is proposed to : 
- Set up measurable, observable and employee-accepted 
indicators for performance monitoring and assessment. 
- Foster improvement through positive performance 
measurements and feedback, such as increases in productivity, 
level of skills achieved, and reduction in material consumption 
[6]. 
- Conduct regular appraisal with individual employees, 
preferably after the completion of an assigned job, so that 
timely feedback can be provided [6]. 
(d) Create value for the employees 
In addition to the wages and benefits, CL should help to create value 
for its employees in terms of personal development, skills and 
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- Taking up more duties 
(e) Create a dynamic organization structure that facilitates the growth of 
CL 
The current organization structure with Yim looking after all aspects 
of CL limits further growth of CL. Therefore, CL should prepare to 
change its organization structure and the roles played by each member 
when needed in the course of development. In order to achieve this 
dynamic organization structure, members playing particular roles 
should be trained to take up roles of higher scope. For example, 
whilst Yim would have to look after all aspects of CL, he should 
develop himself with better management skills and business techniques. 
On the other hand, technically competent employees should be trained 
to take up supervisor and technician roles when opportunities arise. 
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6.4.3 Product Strategies 
(a) Develop the skills and experiences on new products 
In order to broaden its product mix, CL should develop its skills and 
experiences on new products. CL should have itself ready before 
receiving orders from the customers. However, existing conditions of 
CL do not allow extra resources for such development. Nevertheless, 
should the employees be motivated with the hope for better prospects 
and rewards, voluntary teams can be formed to explore new areas. 
(b) Form strategic alliances with CAD specialists 
To capture the opportunity of acquiring moulds for high value-added 
products, its is necessary for the mould making shops to develop their 
mould design capabilities. However, the application of CAD software 
for mould design would demand intensive computer knowledge that is 
still new to existing workers in the industry. Thus, instead of 
developing this skill independently, its is recommended that CL should 
form strategic alliances with CAD specialists so as to capture the 
market opportunity with optimal efforts. 
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6.4.4 Production Strategies 
(a) Improve the utilization of the CNC Machine Centre 
At present, the CNC Machine Centre is under-utilized and bottle-necks 
are created whilst Yim is preparing control programs. More training 
should be provided to the employees so that they can take up simple 
programming for the CNC Machine Centre. This will leave time for 
Yim to deal with programming for complicated moulds. 
(b) Implement work programming system 
Currently, mould makers of CL handle their jobs independently. 
Therefore, there would be cases when more then one mould maker has 
planned to use the same machinery in the same period. A simple work 
programme system is recommended to solve the problem. In this 
system, a display board with a matrix formed by the status of key 
machinery and the jobs in progress is used. With this simple display 
facility, any congestion on the usage of machinery from different jobs 
can be identified, and re-scheduling can be taken accordingly. 
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(c) Involve the employees whenever possible to formulate production 
schedules 
This is actually an application of the Management By Objectives 
technique. The involvement of the employees in the captioned 
activities would allow them to know the task objectives clearly. 
(d) Improve the working environment 
The existing workshop of CL is overcrowded with machinery and 
employees. Therefore, when adequate profit can be generated from 
production activities，CL should improve the working environment by 
moving to a larger workshop. This would also allow CL to further 
expand its production capacity by acquiring more machinery. 
(e) Monitor and analyze the subcontracted works 
Whilst subcontracting certain work steps to other manufacturers would 
be economically justified at the current stage, CL should monitor and 
analyze the subcontracted works so as to determine the need to 
establish necessary skills within CL, thus reducing the expenditure on 
subcontracted work. 
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6.4.5 Marketing Strategies 
Although moulds are not consumer products, it is considered that many 
marketing strategies frequently adopted in marketing consumer products would still 
be applicable to the mould making industry; Moreover, because the marketing 
strategies are so uncommon in the industry that proper application of some of these 
strategies may bring about surprises. The recommended marketing strategies for CL 
are : 
(a) Differentiate the products through non-price factors 
Although the price of mould would be an important factor to be 
considered by the customer, CL should differentiate its products 
through non-price factors. These include the quality of mould 
products, timeliness of delivery, ability to give technical advice on the 
design and engineering of moulds, provision of after-sales services, 
and so on. The customers should be informed about the work progress 
on their moulds from time to time. Furthermore, regular feedback on 
their degree of satisfaction should be sought so as to explore areas of 
improvement as well as to refresh the memory of customers about 
their past satisfaction. 
89 
(b) Build up connection with new markets 
As a long-term strategy, CL should continue to explore different 
opportunities. These include the establishment of a wide range of 
connections within the industry, keeping track of the trends and 
movements of the mould product market, organizational and 
managerial changes within CL, setting up of a new workshop to 
accommodate more powerful machinery, etc. In which case, CL 
should take a more active role by participating in business activities 
such as seminars, and exhibitions related to the industry, joining the 
Mould and Die Council, and gathering and analyzing various market 
news from professional journals., 
(c) Increase customer awareness 
Although advertising may not be affordable to CL and its effectiveness 
cannot be easily assessed, CL should take a proactive position to 
increase its customer awareness. In which case, the industry directory, 
which publishes the manufacturers' information free of charge by the 
Hong Kong Productivity Council for the linkage industry, should be 
employed. Publication of company information in this directory would 
increase CL's awareness to both local and foreign customers. 
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6.4.6 Implementation Schedule 
As many strategies in the recommended strategic plan are inter-related, and 
results from one strategy would affect the implementation of others, it is difficult to 
determine a solid schedule for the recommended strategic plan. Firstly, a 
comprehensive performance measuring system must be established to monitor the 
effectiveness and progress of subsequent strategies. Then, financial and management 
strategies that would improve the existing performance of CL should take preference. 
Measures that guide CL's future growth should be treated as long-term and 
continuous strategies. A step-by-step approach with frequent review is recommended. 
Problems should be thoroughly analyzed and solved before going to the next step. 
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I CHAPTER YH 
LESSONS LEARNED 
This project reviews the performance of a small local mould making shop and 
formulates a strategic plan for it. However, it is believed that some experience 
acquired through the project would be useful for those who are interested in similar 
studies of small business issues in Hong Kong, Hence, a summary of these 
experiences is given below : 
7.1 Market Information and Industry Data 
Except for major industries, market information for many industries and 
business trades is difficult to find. Even, when some information is available, it may 
exhibit discrepancies because of differences in sources or the time of preparation. 
Fortunately, more formal and reliable information may still be available from 
statutory bodies, such as the Hong Kong Census & Statistics Department or the Hong 
Kong Trade Development Council. Therefore, it would be helpful for persons who 
are looking for market information to approach these bodies. 
I :: ：：: � i., ‘ 92 
7.2 Decision Making 
In the course of carrying out the project, it was learned that Yim made 
decisions mostly by intuition and past experience. This is believed to be a common 
phenomenon among many small business owners. One reason is that they have 
difficulties or cannot afford the efforts to collect the necessary information before 
making decisions. vAnother possible cause is that many of small business owners have 
to make decisions on an urgent basis because they have no forward planning. Thus, 
promoting the concept and application of informed decisions and forward planning 
would be helpful for small businesses. 
7.3 Management Practices 
In general, small businesses are founded by experts who have extensive 
experience in that business trade. Yet, their knowledge and experience on 
management may be shallow. Hence, these small business founders would focus their 
effort in issues such as financing of the small business, setting up of production 
facilities, and acquisition of customers. They would manage their small businesses 
according to their hand-on experience and personal values. Thus, it is common to 
observe that most small businesses in Hong Kong have no formal management 
system. This imposes difficulty in gathering accurate and adequate data to assess the 
performance of small businesses. Furthermore, the inconsistent management practices 
of owners would affect performance data. Nevertheless, Chinese businessmen are 
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particularly sensitive to financial activities of their businesses. Therefore, inspection 
of the financial records would allow close assessment on overall performance. For 
other managerial issues of small businesses, additional effort to familiarise and 
understand the business itself would be required. 
7,4 Simple and easy to implement strategies 
Many management strategies assume that the enterprises have sufficient 
resources and expertise to implement them. However, for small businesses like CL, 
the availability of necessary resources and expertise are remote. For example, it is 
difficult for small business to conduct comprehensive market research, to launch large 
scale promotion activities, or to offer off-production line training for its employees. 
Therefore, the strategies recommended for small businesses must be based on existing 
resources of the small business and should take in account the criteria of simplicity 
and easy-to-implement activities. Otherwise, these strategies themselves would 
become problems and burdens for the small businesses. 
7.5 Reliance on key Employees 
Small businesses of specialized products or service organizations where 
customers expect high quality often rely on a few skilled individuals. The small 
plastic mould making shop studied in this project is a typical example. Availability 
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and performance of these skilled individuals would have substantial influence on small 
businesses themselves. A good system of motivating and retaining employees is 
essential for small businesses. Yet, many Chinese employers have the perception that 
employees are just paid work forces. They do not consider their employees to be an 
invaluable resource. Instead of establishing a comprehensive motivation and retaining 
system that covers aspects such as compensation, personal development, team spirit, 
corporate culture, and working environment, small business owners would simply use 
wages as the motivators. 
7.6 Leadership Style 
According to Stuart Slatter [7]，n There is no one right way of managing small 
high-tech firms. There is an enormous range of leadership styles and many different 
ways of achieving the same results. However, the most successful firms (as judged 
by both sales and profit growth) appear to have a strong but democratic leadership 
style. Strong leaders with clear vision and clear objectives are needed to manage the 
type of people attracted to working in small high-tech firmsy but strong leadership 
does not work with high-tech employees if it is too autocratic." Although Stuart 
Slatter only addressed on small high-tech firms, his words clearly demonstrated 
importance of leadership style in the management of small businesses. At the same 
time, there is a famous Chinese saying "If beams on the top of a building were not 
on the right positions, beams at the bottom would never fit (上 4¾ 不 iL 卞 
)." This further reflects the significance of leaders on their followers under 
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the Chinese cultural context. Yet, experience from the small plastic mould making 
shop reveals that the importance of leadership style is likely overlooked by small 
business owners, who are also the leaders of their small businesses. These small 
business owners would lead their employees with their own styles and personal 
values, irrespective of the business nature and employees' backgrounds. In fact, 
investigation on leadership style of the owner could be one way to identify the 
strengths or weaknesses of a small business. 
7.7 Importance of Cash Flows to Small Business 
Because of limited financial.resources, small businesses usually have a low 
level of working capital. Thus, monitoring and control of cash flows should be taken 
as key functions in the operations of small businesses. Unfortunately, it is believed 
that many small businesses, like the small plastic mould making shop, will only focus 
on the "existing" level of working capital such as amount of cash in bank account. 
These small business owners are unable to systematically analyze cash flow 
performance and forecast future cash needs for their enterprises. A common excuse 
from these small business owners is that they are not familiar with the complicated 
financial and accounting techniques. Yet, experience from the small plastic mould 
making shop indicates the cash flow of small businesses, because of their small size 
and narrow scope, are dominated by several key items such as revenues, wages, and 
rents. A simplified model can be used to analyze and forecast the cash flows of small 
businesses with acceptable accuracy. Small business owners should be encouraged 
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to make use of this simple tool to facilitate the management of their businesses. 
-
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7.8 Delegation of Duties 
• • 
It is easy to observe that superiors are unwilling to delegate authority and 
duties to their subordinates in Chinese managed organizations. In the case of small 
business, the owner will take up an unproportional share of workload by himself. 
This practice will create bottle-necks in decision making and production management. 
The causes are complicated and of wide variety. For the small plastic mould making 
shop, two major reasons have been identified, namely : 
- Values of the owner 
The owner believes that it is his duty to take up "important" jobs in his 
business. In fact, there is a common Chinese saying "One should do 
things by himself (1力在氣爲)".Clearly, the owner fails to realize 
that it is his de facto duty to effectively utilize his available resources 
in achieving tasks. 
- Preventing employees from setting up their own businesses 
To prevent employees from setting up their own businesses and 
become direct competitors for the same customers, the owner 
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purposely keeps his employees from being involved in sensitive issues 
such as setting product prices, negotiating with customers, and 
developing strategies for the small business. Even if this approach 
does work, it is certainly a poor and negative strategy. Instead, it is 
advisable to use more positive and long lasting ways, such as creating 
opportunities and future within the organization, to retain employees. 




This MBA project reviewed the business performance of a small plastic mould 
making shop in Hong Kong. Moreover, a strategic plan was formulated to assist this 
small plastic mould making shop to overcome existing problems and to explore new 
opportunities. 
Through the analyses on the financial data and detailed studies on the 
operations and management of the small plastic mould making shop, problems of 
related aspects were revealed. These included cash flow control, investment 
planning, motivation practices, production management, product development, and 
human resources development It was also found that the small plastic mould making 
shop had not made any future plans for,growth. Hence, a strategic plan, consisting 
of strategies on financial control, management, product development, production 
management, and marketing, was formulated. This plan may help to improve 
existing performance and guide future development of the small plastic mould making 
shop. 
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It is believed that many of the findings in this MBA project about the small 
plastic mould making shop would be typical among other small businesses. Thus, the 
methodology adopted in reviewing performance of the small mould making shop and 




ADVERTISEMENT FROM MOULD MAKING FACTORY 
YOUR MOULD & DIE PARTNER ！ 
• ^ ^ ^ 6 SPARC 2 UNIX Workstations 
I 3 SAMSUNG X Terminals 
•  % 2 ROLAND AO Drafting Plotters 
： 
Plastic Injection Mould ^^^^^^^^^^ 
Die Casting Mould 
IC Encapsulation Mould Metal Stamping Die 
m . 慮 . Progressive Die 
Trim & Form Die 
MAKINOCNCWfre Cut EDM M/C P ^ ^ ^ 
MAKINO CNC EDM M/C I 
MAKINO/ENSHU CNC Milting M/C | J 
M1TUTOYOCMM 夢 〉 
OKAMOTO Surface Grinding M/C . AS a Mold & Die Customer — 
your requirement are specific 
^^^^ and chalenging. If consistency 
, . .•一,-t-一 and reliability is a requirement. 
—-sslfr^^^^ri And suPerior qualityis tru|ya a M M concern - T h e decision is 
^ ^ UNIVERSAL CODE 
i , - ^ ^ TECHNOLOGY LTD. 
V： 7/F. LLADRO CENTRE. 
> 72 HOI YUEN ROAD, KWUN TONG, 
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APPENDIX 3 : PRODUCTION SCHEDULE FOR PLASTIC MOULDS 
II I ~ — ~ I ~ I 
Step Approximate Duration Remarks 
^ 
Designing the moulds . 
according to customer Dependent Receive 40% of the pnce 
specification as dePosit 
Ordering Material and 
Mould Base 5 days ； 
1. Squaring up the material 
2. Machining the mould 3 days 
I base 
Machining of the mould ” 
parts, including core & Time consuming and skill 
cavity insert, slides, copper 15 _ 20:days demanding step 
electrode，etc. , 
Assembling and fitting of Skill demanding step 
I separate mould parts 5-7 days 
Machining of the Runner 
System 0.5 days ： 
Drilling of the Ejector 
System U days 
I Rough polishing • 3 days 
Receive another 30% of 
first Shot Mould Test 1 day price on successful testing 
the mould 
Touching up and/or making 
necessary modifications dependent 
I Fine polishing 3 days , 
Drilling of the Cooling 
System ‘ 1 - 2 days 
Final Mould Test 1 day 
Delivery Receive the remaining 30 
% outstanding balance 
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